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Poverty in India is widespread with the nation estimated to 
have one third of world's poor. Microfinance has been 
proposed as a possible solution for the maximum outreach 
and alleviation of poverty in the rural poor especially the 
disadvantageous sections of the society. Micro Finance is a 
provision of Finance and other financial services and loans of 
very small amount to the weaker and backward section of the 
society at a cost which they can afford. Micro Finance is an 
important factor which can lead to the rise in the standard of 
living of poor families if it is utilized in an effective manner. 
In India micro finance facility is mainly disbursed through 
self-help groups. This paper attempts to examine the 
economic impact of microfinance on employees of dairy sector 
by analysing the primary data obtained through an interview 
with 125 members of Kottayam district of Kerala, India as 
well as secondary data. 


Copyright © 2017 IJASRD. This is an open access article distributed under the Creative Common Attribution 
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INTRODUCTION 

Microfinance in India can trace its origins back to the early 1970s when the Self 
Employed Women’s Association (SEWA) of the state of Gujarat formed an urban cooperative 
bank, called the Shri Mahila Sewa Sahakari Bank, with the objective of providing banking 
services to poor women employed in the unorganised sector in Ahmadabad City, Gujarat. 
SHG’s were started in 1980s by microfinance sector to provide their clients savings and 
Finance services. Even though started slowly the sector has grown significantly over the 
years to become a multi-billion-dollar industry, with bodies such as the Small Industries 
Development Bank of India and the National Bank for Agriculture and Rural Development 
devoting significant financial resources to microfinance. 

A self-help group is usually a village-based financial intermediary committee usually 
composed of 10—20 local women or men. A mixed group is generally not preferred. Members 
of SHGs make small regular savings contributions over a few months until there is enough 
capital in the group to begin lending, then funds may be lent back to the members or to 
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others in the village for any purpose. In India, many SHGs are 'linked' to banks for the 
delivery of micro-Finance. Many self-help groups, especially in India, under NABARD's 
'SHG Bank Linkage' program, borrow from banks once they have attained a base of their 
own capital and have established a track record of regular repayments. SHGs help the poor 
population who have difficulty to reach banks or financial institutions directly. 

In India more than 70% of the population lives in villages and most of these villages 
are underdeveloped. Research and development sector in our country brings number 
strategies in favour of these people every year. Implementation of these technologies in the 
rural sector can alleviate poverty, create employment opportunities and generate good 
growth. However, for implementing these technologies micro financing through public and 
private sector agencies is the need of the hour. Microfinance can be a critical element of an 
effective poverty reduction strategy. Improved access and efficient provision of savings, 
credit, and insurance facilities enable the poor to smoothen their consumption, manage 
their risks better, build their assets gradually and develop their micro enterprises. 
Government, NGOs and other financial institutions have introduced various welfare 
schemes and activities to reduce poverty. Microfinance, by providing small loans and 
savings facilities to those who are excluded from commercial financial services has been 
developed as a key strategy for reducing poverty throughout the world. In India, a 
substantial microfinance system based on Self-Help Groups (SHGs) was developed. It 
allows poor people to protect, diversify and increase their sources of income, the essential 
path out of poverty and hunger. As a developmental and economic tool it has caught the 
imagination of banks, financial institutions and NGOs in India. 

1.1 Financial Assistance Available from Banks/NABARD for Dairy Farming 

NABARD is an apex institution for all matters relating to policy, planning and 
operation in the field of agricultural credit. It serves as an apex refinancing agency for the 
institutions providing investment and production credit. It promotes development through 
formulation and appraisal of projects through a well organised Technical Services 
Department at the Head Office and Technical Cells at each of the Regional Offices. 

Loan from banks with refinance facility from NABARD is available for starting dairy 
farming. For obtaining bank loan, the farmers should apply to the nearest branch of a 
commercial or co-operative Bank in their area in the prescribed application form which is 
available in the branches of financing banks. The Technical Officer attached to or the 
Manager of the bank can help/give guidance to the farmers in preparing the project report 
to obtain bank loan. 

For dairy schemes with very large outlays, detailed reports will have to be prepared. 
The items of finance would include capital asset items such as purchase of milk animals, 
construction of sheds, purchase of equipment’s etc. The feeding cost during the initial period 
of one/two months is capitalised and given as term loan. Facilities such as cost of land 
development, fencing, digging of well, commissioning of diesel engine/pump set, electricity 
connections, essential servants' quarters, godown, transport vehicle, milk processing 
facilities etc. can be considered for loan. Cost of land is not considered for loan. However, if 
land is purchased for setting up a dairy farm, its cost can be treated as party's margin upto 
10% of the total cost of project. 
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1.2 Total Milk Production in India 
Table - 1: Total Milk Production in India 


Serial No 

Year 

Milk Production in lakh tonnes 

1 

2010-2011 

1009 

2 

2011-2012 

1045 

3 

2012-2013 

1623 

4 

2014-2015 

2020 

5 

2015-2016 

2430 


Figure - Is Total Milk Production in India 


Milk Production in India 


3000 



■ Milk 
Production 
in lakh 
tonnes 


Due to the increased market for the product, they decided to start milk products factory. 
They were inspired by the experience in the field of production. Their major products are ice 
cream, halva and chocolates. The main raw material for the production of these products is 
milk. Therefore, they took a portion of collected milk remaining to Milma. 


1.3 Review of Literature 

Subramaniam (2015)^ In India, the MFI is barred from accepting any retail 
deposits. They are authorized to act like normal banks from where money can be borrowed 
and lent at a significant spread to the poor. Self-help groups of rural women pooled their 
savings and used them as collateral to borrow from banks. For any MFI, the progress from 
not-for-profit micro credit non-governmental organization to commercial MFI and then to 
non-banking finance company (NBFC) backed by private equity is entirely due to the needs 
for expansion. RBI has raised MFI’s capital requirements from 12% to 15%, effective from 
April 2011, compelling MFIs to seek even larger sources of investment. Self-correction of 
defaulters gets weeded out of the network as it is ensured that the repayment rates remain 
high. The small size of the loans protects the problems, which might arise as over-borrowing 
and defaults. 

Feroze, Chauhan and Chakravarty (2014)W study the impact of microfinance 
through Self Help Groups (SHGs) on income from dairy using with and without (credit) 
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approach. Tabular and regression analysis were employed on primary data collected from a 
sample of 120 SHG members and 60 non-members randomly selected from 2 districts of 
Haryana during 2007-08. Average milk production per day per household found to be 
higher for members (6.13 and 2.85 litre) than non-members (5.85 and 2.68 litre) in case of 
both, buffalo and cow. Investments on dairy were 36,136 and 34,674 in case of per member 
and non-member household, respectively. Per household average annual gross income from 
dairy was worked out to be higher in case of member households (28,256) than non-member 
households (26,443). The variable credit turned out to have positive and significant impact 
on gross income from dairy. 

Ahuja (2014)[ 1Q ] SHGs are largely aimed at the rural poor who do not have much 
access to any formal banking system. Thus, they are usually formed of small and marginal 
farmers, agricultural and non-agricultural labourers, artisans and craftsmen and other poor 
engaged in small businesses like vending and hawking. SHGs have greatly helped the rural 
population to reach and attain several milestones in areas of gender sensitivity, poverty 
alleviation, empowerment etc. and has also helped in reduction of transaction costs of the 
farmers as far as delivery of small loans were concerned. RBI has shown its wide support 
when it comes to the topic and steps taken in the projects like recommendations from Vyas 
Committee etc. stand as example if the lending institutions complied with the extant 
regulatory framework. 

Suresh et al., (2012)^ The paper is an attempt to analyse the impact of micro finance 
on income and employment of rural women in dairy enterprise. The study was conducted in 
tank commands of Haveri and Bellary districts where Community Based Tank 
Management Consultancy Project (CBTMCP), University of Agricultural Sciences, Dharwad 
extended micro finance to poorest among the poor women to take up dairy enterprise as 
Income Generating Activity (IGA) on pilot basis. Data collected through pre-tested schedule 
by personal interview method during 2007-08. The study revealed that majority of the 
beneficiaries were middle aged (50%), illiterate (50%), married (93.33%) and belong to 
nuclear family (90%). The total maintenance cost per annum per buffalo was found 
Rs.9937.23 in Haveri district and Rs. 10306.17 in Bellary district. The net return was found 
to be Rs.3945.56 andRs.4581.06 per annum in Haveri and Bellary districts respectively. 

Wisdom et al., (2011)^ Inadequate access to credit contributes to poverty among 
especially women in developing countries. It is evidenced that in patriarchal societies, males 
are likely to influence investment decisions when loans are granted to their spouses or 
female relatives. However, the existing literature is inconclusive on whether this influence 
is positive or negative. This study empirically examines the impact of access to microfinance 
by women, and male involvement in business decision making on efficiency of small scale 
enterprises in northern Ghana. We found very low level mean technical efficiency of 40% 
indicating that output of the enterprises could potentially be more than doubled without 
employing additional inputs. Moreover, access to microfinance increases efficiency by 11%; 
and enterprises with male spousal influence were less efficient than their counterparts that 
were independently managed by the women. Furthermore, enterprises owned by women 
who managed more than one business operated at relatively lower efficiency levels. 

Savitha (2008) [4] in her study on role of rural women in animal husbandry found that 
nearly half (48.80%) of the respondents were middle age group, majority of them (75.50%) 
were illiterates, farm labour (61.80%), nuclear family (54.40%), low income group (45.50%), 
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medium flock size (53.30%). It was also found that majority are married (91.10%), no land 
(62.20%), medium family size (47.70%), low institutional (58.85%) and low mass media 
participation (62.50%). 

Mahajan (2003)^ Groups federate at Cluster/Block level. Most of the groups in India 
have been promoted by NGOs. The groups tend to be dependent on the intervening agency 
for a long time to help them not only maintain accounts and conduct meetings, but also to 
manage the external interface with the bankers and others. 

Chowdhury and Mukhopadhaya (2012)^ This paper has developed a 
multidimensional model usable in assessing economic, social, political and cultural 
dimensions of poverty by utilizing primary data collected from 78 villages in Bangladesh 
using a participatory approach. Employing the developed model, a comparative analysis has 
been performed between microfinance-driven government (GO) and NGO (non-government 
organization) projects to explore their relative effectiveness in enhancing wellbeing of the 
poor in rural Bangladesh. It is observed that GO agencies are more effective in enhancing 
'economic wellbeing’ of the poor, whereas NGOs are contributing more in the 'social’ aspects 
of wellbeing. Findings also revealed that, as whole, GO agencies perform 42% better than 
NGOs in improving living standards of the rural poor which contradicts with the existing 
literature of poverty reduction projects in developing countries. 

Sarada (2001)^ conducted a study on empowerment of rural women through Self 
Help Groups in Prakasam district of Andhra Pradesh. The study revealed that age of 
majority of the respondents (60.00%) was below 35 years, married (94.20%), backward caste 
(38.30%), medium family size (80.80%) and had nuclear family (95.00%). Further, 
researcher reported that majority of the respondents belonged to small farmers’ category 
(56.70%) and also found that more than half of respondents had low social participation 
(57.50%), low extension participation (52.50%) and low training under gone (70.00%). 

Hiatt and Woodworth (2001)^ Our research reports on Brigham Young University 
(BYU) field studies carried out in Central America to assess the impacts of village banking 
on indigenous families. We first introduce the growing movement of microfinance 
institutions (MFIs), organizations that provide small loans as start-up capital for the 
unemployed poor in Central America. It describes that native nongovernmental 
organization (NGOs) that allocate their financial resources. Our methods are described and 
the survey instrument we created is analysed, as well as the process of data collection. 
Finally, we report our findings and interpret their conclusions and implications, as well as 
suggest further studies on poverty alleviation. 

1.4 Research Gap 

From the review it can be seen that most of the studies are too aggressive or 
wherever disaggregation has been done. Most of the studies have been done covering the 
impact of micro finance for the micro financial institutions and SHGs, so there is enough 
scope of research in this area. Keeping this in view this study has been undertaken to cover 
the impact of micro finance on the employees of dairy sector, whether micro finance has 
made any change for their life. 

Has it improved their standard of living? This study tries to be covered in Kottayam 
district of Kerala. 
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1.5 Significance of the Study 

Poverty is one of the widespread hurdle in achieving higher escalation and attractive 
standard of living of the people in the majority of the low income countries. About 1.5 billion 
people in developing countries are living not as much of US $ 1.25 a day as per to World 
Bank report. Over the years, a huge amount of the countries has been running different 
policies and programs to eliminate poverty. Along with these measures and policies most 
effective policy is microfinance which, in last couple of years as said, has been adopted by 
below income countries in a proposal to demolish poverty. Microfinance is not an innovative 
subject matter. Its olden times can be tracked to early 1700s.Microfinance segment has 
grown-up rapidly over the earlier period. Micro finance targets at supplementary 
economically disqualified communities, to attain superior levels of asset building and 
income safety at the domestic and community level. Admittance to monetary services and 
the subsequent shift of monetary resources to poor women enable them to become economic 
dealers of revolution. Women become economically self-sufficient, put in directly to the well¬ 
being of their families, take part in a livelier role in decision International Journal of 
Multidisciplinary Research and Development ~ 715 ~ International Journal of 

Multidisciplinary Research and Development making and are able to deal with systematic 
gender inequalities. Micro finance is accessing financial services in a casually formal route, 
in a flexible, receptive and perceptive manner which or else would not have been feasible for 
the formal system for proving such services because of factors like high operational cost 
emanating from the low scale of function, lofty turnover of clients, frequency of transaction 
etc. (Vijay Mahajan and G. Nagasri, 1999). 

1.6 Need for the Study 

Aware that the Trickle down’ effects of economic growth take too long to reach the poor, 
governments in the region have relied on centrally administered support programmes and 
planned interventions to raise living standards, such as: 

• Subsidized food at below market rates. 

• Micro finance. 

• Relief employment or food-for-work programmes. 

These have produced mixed results. Subsidized food has often not reached the needy due 
to faulty targeting and the unscrupulous diversion of supplies. Micro-finance loans have 
been used more for consumption than investment and generally not repaid fully. For 
example, about 60% of the loans given out under India’s Integrated Rural Development 
Programme (IRDP) are estimated to be in default (UNDP: 1993). 

• Lack of involvement of rural poor in development, resulting in marginalization of 
non-agricultural workers and landless labourers in economic development. 

• Disregard of local resources, knowledge, skills and collective wisdom. 

• A ‘superior’ attitude in government machinery at various levels and a ‘passive’ and 
‘servile’ attitude among the rural poor. 

• Imposition of development programmes without understanding local conditions; 
technology disseminators not tuned to local socio-economic and cultural realities. 
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1.7 Objectives 

• To find out whether microfinance has made any impact on generating savings for the 
employees of dairy sector. 

• To explore the extend of decrease in the dependence of the beneficiaries on the 
informal money lenders. 

• To analyse the effect of micro finance for uplifting the standard of living of employees 
of dairy sector. 

1.8 Limitations of the Study 

• Ineffectiveness of centrally administered local development programmes. 

• Weaknesses in rural development policies and programmes in India 

DATA ANALYSIS AND METHODOLOGY 

The study is exploratory and analytical in nature as very few studies have been 
conducted in the present context. Primary data for the study was collected from the 
members of the various SHGs in the study area. 125 SHGs were identified covering all the 
villages in Kottayam district of Kerala, and one member from each group was selected as 
the respondent on a simple random sampling basis. A structured interview schedule was 
administered personally for each member. Secondary data was collected from articles 
published in journals, financial institutions, reports, newspapers, websites, research 
abstracts, books, e-books, and theses submitted to various universities. The gathered data 
was analysed using Statistical Package for Social Sciences (SPSS). 

2.1 Data Collection Tool 

A questionnaire was designed to collect data from the sample with regard to the 
following: income, assets, debts, savings and expenditure patterns (before and after they 
ventured into Micro Finance). Since the majority of the respondents had started their 
enterprises in the period between 2012 and 2013, it was not very difficult for them to recall 
certain events in their lives. 

RESULTS AND DISCUSSION 

Preliminary analysis reveals that 97% of the SHGs were formed under the 
Swarnajayanti Gram Swarozgar Yogana scheme. More than 90% of the rural SHGs were 
formed by the members with a similar experience of poverty. 68% of the rural SHGs pointed 
that NGOs played a vital role as facilitator to run the SHGs. 60% of the SHGs paid their 
savings amount on a monthly basis,20% on weekly basis, while the remaining 20% followed 
no fixed schedule. 64% of the SHGs received loan from the financial institutions and 97% of 
the members of the SHGs said that they are regular in making repayments of their loans. 
75% of the SHGs partly utilized their Finance in income generating activities. Further, 80% 
of the SHGs opined that village employment can be generated by utilizing the Micro 
Finance in different activities. 
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3.1 Monthly Income 

Income measures the financial stability of a family. It measures the purchasing 
power of the respondents to take care of basic household expenses, education of children 
and the like. It was found that starting a business had an impact on the monthly income of 
the respondents. 

3.1.1 Change in Monthly Income 
Table - 2: Change in Monthly Income 


Change in Monthly Income 

No. of Respondents 

Percentage 

Increase 

102 

81.6 

Decrease 

16 

12.8 

NO Change 

7 

5.6 

Total 

125 

100.0 


Figure - 2: Change in Monthly Income 

Change in Monthly Income 

5.60% 

■ Increase 

■ Decrease 

■ No Change 


Above diagram, shows that about 82% of the respondents reported an increase in the 
monthly income, while around 13% reported decrease and 6% reported no change in income. 

CONCLUSION 

As the microfinance industry is developing very rapidly, institutions are increasingly 
concerned with developing new products and services. Although the dynamics underlying 
the micro finance industry have shifted to a new phenomenon that many decision makers 
still do not fully understand, the risks need to be managed efficiently in the industry of 
micro finance. The microfinance industry has experienced dramatic growth during the last 
two decades, in general and the last decade, in particular. This study indicates that micro 
finance has made rapid changes for the employees of dairy sector and it has improved their 
standard of living. The members working under micro finance are able to lead a better life 
compared to when they were before. They are able to provide better facilities for their 
family and also provide better education to their children. The next decade will most 
probably see a continuation of this growth. Such growth is not only sought by many MFIs 
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but also needed in most countries because the unserved and underserved markets continue 
to remain large. 
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APPENDIX 

1. Age of the eldest earning member: - 

• 30-40 years 

• 40-60 years 

• >60 years 

2. Number of members in the household: - 

• 2 

• 3 

• 4 

• >4 

3. Number of cows in the house: - 

• 1 
• 2 

• 3 

• >3 

4. What is the average quantity of milk supplied each day? 

• 2-5 litres 

• 5-8 litres 

• >8 litres 

5. Average earnings per month through sale of milk: - 

• <Rs. 2000 

• Rs. 2000 - Rs. 3000 

• Rs. 3000 - Rs. 5000 

• >Rs. 5000 

6. How much do you earn from Your SHG Society per month? 

• <Rs. 2000 

• Rs. 2000 - Rs. 3000 

• Rs. 3000 - Rs. 5000 

• >Rs. 5000 

7. Do you think that supplying milk to the SHGSociety is profitable? 

• Yes 

• No 

7.a. If Yes, how much can you save monthly? 

• <Rs. 300 

• Rs. 300 - Rs. 500 

• >Rs. 500 

7.b. If No, why do you think so? 

• Income is more through local sales 

• Raising cows is a costly affair 

• Negligence from the Society 

8. Are you satisfied by Microfinance Scheme? 

• Yes 

• No 

9. Are you engaged in any other agri-allied sectors? 

• Yes 

• No 

9.a. If Yes, which among the following do you have? 

• Poultry 

• Goats 

• Buffalo 

10. Are you interested in Microfinance Self Help Groups? 

• Yes 

• No 
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